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9. RECENT REPORTS ON ECONOMIC TOPICS 

1 . SUMMARY OF ACTIVITIES DURING THE REPORTING PERIOD 

THE THIRD SESSION OF THE STANDING COMMITTEE OF THE 
FOURTH NATIONAL PEOPLE'S CONGRESS CONVENED IN PEKING FROM 
NOVEMBER 30-DECEMBER 2. ECONOMIC OR BUDGETARY MATTERS WERE 
NOT LISTED ON THE FOUR-ITEM AGENDA, PROBABLY BECAUSE REVISION 
OF THE FIFTH FIVE YEAR PLAN IS STILL IN AN EARLY STAGE. 

OF PARTICULAR NOTE IN VC WU TEH'S ADDRESS TO THE COMMITTEE 
WAS HIS CALL FOR INDIVIDUAL RESTRICTION OF BOURGEOIS 
RIGHTS-SUGGESTING A WEAKENING OF LEADERSHIP-INSPIRED 
PRESSURE ON SMALL SCALE PRIVATE BUSINESS AND TRADE ACTIVITIES. 
PEOPLE S DAILY AND OTHER MEDIA DEVELOPED THIS THEME 
FURTHER IN CRITICISM OF THE "GANG OF FOUR'S" 

ANTI-PRODUCTION ATTITUDE TOWARD THE TACHAI MOVEMENT, 
CLEARLY POINTING TO A NEW, PRAGMATIC EMPHASIS IN 
AGRICULTURAL POLICY (ITEM 2 AND HK 14330). IN 
PREPARATION FOR THE UPCOMING SECOND NATIONAL CONFERENCE 
TO LEARN FROM TACHAI, THE COUNTRY'S AGRICULTURAL 
MODEL, PROVINCIAL CONFERENCES ALL OVER CHINA HAVE 
CALLED FOR GREATER CAPITAL CONSTRUCTION EFFORTS DURING 
THE WINTER SEASON AND HAVE GENERALLY CONVEYED AN 
IMPRESSION THAT TACHAI S PRODUCTION RECORD WILL RECEIVE 
GREATER ATTENTION IN THE FUTURE. PROVINCIAL HARVEST 
RESULTS ARE BEGINNING TO TRICKLE IN, ALTHOUGH NO 
CLEAR PRODUCTION PATTERN IS EVIDENT AS YET. INDUSTRIAL 
OUTPUT CLAIMS IN THE MEDIA ALSO CONTINUE TO INCREASE IN 
NUMBER LENDING SUPPORT TO THE IMPRESSION THAT INDUSTRIAL 
ACTIVITY IS BEGINNING TO PICK UP, BUT ALSO REVEALING 
POOR PERFORMANCE IN PREVIOUS MONTHS IN THE PROCESS. 

(ITEMS 4 AND 6). 

ON THE TRADE SIDE THE PRC REACHED AGREEMENT FOR THE 
IMPORT OF 950,000 MT OF CHEMICAL FERTILIZER FROM JAPAN 
FOR THE FIRST HALF OF 1977-MORE THAN MINIMUM JAPANESE 
EXPECTATIONS, BUT UNDER THE HOPED FOR TOTAL OF 1.5 MMT 
CONFIDENTIAL 
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(ITEM 3). INOTHER TRADE ACTIVITIES, CHINA MADE ITS 
FINAL PURCHASE OF CANADIAN WHEAT UNDER THE CURRENT 
THREE- YEAR AGREEMENT, CONTRACTING FOR 750,000 MT TO BE 
DELIVERED IN 1977. THE PRC HAD EARLIER AGREED TO PURCHASE 
500,000 MT FROM AUSTRALIA ALSO FOR DELIVERY IN 1977. CHINA 
SIGNED A TWO-YEAR TRADE AND PAYMENTS AGREEMENT WITH 
BANGLADESH, ITS FIRST WITH THAT COUNTRY. IN ADDITION 
TO US VISITORS ATTENDING THE CANTON FAIR, US COMPANIES 
WERE WELL REPRESENTED INPEKING DURING NOVEMBER. MOST 
PROMINENT WERE ONES ASSOCIATED WITH THE PETROLEUM 
INDUSTRY (PEKING 2529). AN AUTHORITATIVE ESTIMATE 
PUT PRC INVISIABLE EARNINGS IN HONG KONG AT $700 
MILLION, UNDERLINING THE IMPORTANCE TO CHINA OF A 
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HEALTHY HONG KONG ENCNOMY (ITEM 7). LOU. 

2. NEW, PRAGMATIC EMPHASIS IN AGRICULTURE AND RURAL 
COMMERCE 

IN AGRICULTURE, AS IN OTHER SECTORS OF THE ECONOMY, 

CHINA'S NEW LEADERSHIP IS BEGINNING TO SHOW SIGNS 

OF LOWERING IDEOLOGICAL PRESSURES THAT HAVE IN THE 

PAST DIVERTED ATTENTION FROM PRODUCTION. CLEAR 

INDICATIONS OF NEW, PRAGMATIC POLICY EMPHASIS CAN BE 

SEEN IN THE PREPARATIONS FOR THE UPCOMING NATIONAL 

CONFERENCE ON TACHAI, THE COUNTRY'S AGRICULTURAL 

MODEL. STEPPED-UP MEDIA COVERAGE HAS ACCUSED THE 

"GANG OF FOUR" OF INTERFERING WITH AGRICULTURAL PRODUCTION 

BY DISTORTING THE TACHAI CAMPAIGN. THE 

GANG IS ALLEGED TO HAVE LABELED TACHAI A "PRODUCTION 

MODEL ONLY" SAYING IT WAS INTERESTED ONLY IN "PULLING 

THE CART WITHOUT CARING ABOUT THE DIRECTION." THE 

GANG IS ALSO ACCUSED OF ATTACKING MECHANIZATION 

BECAUSE IT REFLECTED A CONCERN "ONLY FOR MODERNIZATION." 

IT SHF, MS CLEAR THAT CHINA'S NEW LEADERSHIP WOULD BE 
WILLING TO PLAY UP TACHAI’S PRODUCTION RECORD EVEN AT THE 
EXPENSE OF IDEOLOGICAL PURITY IN ORDER TO GET THE AGRICULTURAL 
SECTOR MOVING. 

MORE CONCRETE EXAMPLES OF GANG OBSTRUCTION AND, BY 
IMPLICATION, NEW LEADERSHIP DIRECTION WERE REVEALED IN 
A PEOPLE'S DAILY ARTICLE NOVEMBER 30 BY THE MASS 
CONFIDENTIAL 

PAGE 04 HONG K 14367 01 OF 02 100914Z 

CRITICISM GROUP OF THE NATIONAL GENERAL SUPPLY AND MARKETING 
COOPERATIVE. THE GROUP DISCLOSED THAT THE GANG 
CONDEMNED HOUSEHOLD SIDELINE OCCUPATIONS AS CAPITALISTIC 
AND FORCED THE CLOSURE OF RURAL TRADE FAIRS. UNDER THEIR 
DISRUPTIVE INFLUENCE, PRODUCTION AND STATE PURCHASES SLOWED 
OR DECLINED TO ALEVEL BELOW THE NEEDS FOR ECONOMIC DEVELOP- 
MENT, LEADING TO A REVIVAL OF BLACK MARKET OPERATIONS AND 
SERILUSLY AFFECTING STATE PURCHASES OF 3RD CATEGORY (NON- 
CONTROLLED) GOODS. THE ARTICLE WENT ON TO SAY THAT HOUSE- 
HOLD SIDELINE PRODUCTION ACCOUNTS FOR ABOUT 25 PERCENT OF 
TOTAL STATE PURCHASES OF AGRICULTURAL AND SUBSIDIARY 
FARM PRODUCTS. 

THE GROUP ACKNOWLEDGED THAT RURAL TRADE FAIRS ARE A 
HOLDOVER FROM TRADITIONAL SOCIETY BUT THAT THE SOCIALIST 
COMMERCIAL NETWORK IS STILL UNABLE TO ASSUME FULL 
RESPONSIBILITY FOR RURAL COMMERCE.UNDER CURRENT POLICY, 
ACCORDING TO THE GROUP, THE STATE SEEKS TO ADMINISTER RURAL 
COMMERCE STRICTLY TO PREVENT SPECULATIONWHILE DEVELOPING 
THE SOCIALIST SYSTEM (STATE PURCHASING DEPARTMENTS AND SUPPLY 
AND MARKETING COOPERATIVES) TOWARD EVENTUAL ASSUMPTION 
OF ALL RURAL TRADE ACTIVITIES. 
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COMMENT: THE GROUP'S FRANK ADMISSION OF CURRENT 
LIMITATIONS FACING THE SOCIALIST TRADE SECTOR IN THE 
COUNTRYSIDE ALSO CONSITUTUES RECOGNITION OF THE CONTINUED 
IMPORTANCE OF A THRIVING PRIVATE SECTOR TO THE ECONOMY. 

IN EARLY 1966 COLLECTIVE AND PRIVATE SIDELINE PRODUCTION 
TOGETHER ACCOUNTED FOR 40 PERCENT OF STATE AGRICULTURAL 
PURCHASES (NCNAFEB. 15, 1966). TODAY'S 25 PERCENT 
RATE BY PRIVATE PRODUCTION ALONE IS PROBABLY COMPARABLE 
TO ITS SHARE 10 YEARS AGO. LOU 
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3. JAPAN-PRC CHEMICAL FERTILIZER EXPORT AGREEMENT REACHED 

THE JAPAN AMMONIUM SULPHATE INDUSTRY ASSOCIATION 

ANNOUNCED DEC. 7 THAT IT HAD REACHED AGREEMENT WITH THE 

PRC FOR THE SALE OF CHEMICAL FERTILIZER DURING JAN-JUNE 

1977. THE NEGOTIATIONS IN PEKING TOOK APPROXIMATELY 

ONE MONTH AND RESULTED IN AGREEMENT ON THE FOLLOWING EXPORT 

LEVELS: 500,000 MT OF AMMONIUM SULPHATE, 200,000 MT OF 

UREA AND 250,000 MT OF AMMONIUM CLORIDE FOR A TOTAL OF 
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950.000 MT. THE NEGOTIATION TOOK LONGER THAN EXPECTED 

(ER 22) DUE TO PRICE DIFFERENCES. ACCORDING TO THE ASSOCIATION, 
JAPAN MADE A LARGE CONCESSION ON PRICE, SELLING THE 
CONFIDENTIAL 
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FERTILIZER AT BELOW COST IN ORDER TO RETAIN HER LARGEST 
FERTILIZER MARKET, THE PRC. THE CONTRACT, TO BE SIGNED 
IN PEKING SHORTLY, WILL BE ON A DOLLAR BASIS WITH CASH 
PAYMENT, BUT PRICES WERE NOT DISCLOSED. (JIJI NEWS 
TOKYO, 12/8/76 AND ASIAN WSJ 12/8/76). 

COMMENT: ALTHOUG THE FERTILIZER UNDER THE AGREEMENT 
WILL BE SHIPPED IN THE JAN- JUNE 1977 PERIOD, THE AGREE- 
MENT ACT TTALT.Y COVERS FERTILIZER SALES FOR THE ENTIRE 
PERIOD OF JULY 1976-JUNE 1977. AS A COMPARISON, FERTILIZER 
SHIPMENTS FOR THE FIRST HALF OF 1976 WERE: 

160.000 MT OF AMMONIUM SULPHATE, 325,000 MT OF UREA AND 

200.000 MT OF AMMONIUM CLORIDE. (IT NOW SEEMS THAT HIS 
AMOUNT, 685,000 MT, WILL BE THE TOTAL 1976 FIGURE-FAR 
BELOW THE 1975 FIGURE OF 1.48 MMT). THE 950,000 MT OF 
CHEMICAL FERTILIZER AGREED ON AT THE RECENT TALKS IS OVER 
THE MINIMUM JAPANESE EXPECTATION BUT UNDER THEIR MOST 
OPTIMISITC TOTAL OF 1 .5 MMT (ER 22). UNCLASSIFIED 

4. KIANGSU PROVINCE INDUSTRIAL OUTPUT 

SEVERAL INDICATORS OF INDUSTRIAL GROWTH FOR 
KIANGSU WERE ANNOUNCED DURING THE KIANGSU PROVINCIAL 
LEARN FROM TACHING CONFERENCE WHICH CONCLUDED ON NOV 27. 
ACCORDING TO THE PROVINCIAL PARTY COMMITTEE, KIANGSU 
FULFILLED 80 PERCENT OF THIS YEAR'S INDUSTRIAL OUTPUT 
PLAN DURING THE FISRST 10 MONTSH (83 PERCENT OF THE YEAR). 

THE PROVICE EXCEEDED THE YEAR'S QUOTA OR WAS ON SCHEDULE 
FOR APPROXIMATELY 30 OUT OF 60 VARIEITIES OF PRODUCTS 
ASSIGNED BY THE STATE (KIANGSU PROVINCIAL SERVICE 
NOV 29, 1976). 

COMMENT: KIANGSU, AS WE SUSPECT IS TRUE FOR MUCH 
OF THE COUNTRY, MUST HAVE EXPERIENCED A DISASTROUS 
THIRD QUARTER. NCNA HAD PREVIOUSLY ANNOUNCED THE PROVINCE'S 
1976 FIRST HALF INDUSTRIAL OUTPUT AS EXCEEDING THAT OF 
FIRST HALF 1975 BY 12.4 PERCENT. ASSUMING THIS RATE OF INCREASE 
SATISIFIED PLAN REQUIRMENETS AND GIVEN THE CONFERENCE 
DISCLOSURE THAT JIANGSU IS NOW BEHIND THE YEARLY PLAN, 

THIRD QUARTER PERFORMANCE MUST HAVE SLIPPED BADLY. 
UNCLASSIFIED. 

5. PETROLEUM-NATIONAL CONFERENCE ON LEARNING FROM 
CONFIDENTIAL 
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TACHING 
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THE MINISTRY OF PETROLUEM AND CHEMICAL INDUSTRIAL 
CALLED A RALLY ON NOV 25. OF REPRESENTATIVES TO THE 
NATIONAL CONFERENCE OF PETROLEUM ENTERPRISES THEN 
UNDERWAY IN PEKING. THE RALLY WAS HELD TO DENOUNCE THE 
"GANG OF FOUR" AND THEIR ATTEMPTS TO UNDERMINE THE 
"LEARN FROM TACHIN"MOVEMENT. DURING THE RALLY THE 
WORKERS WERE CALLED ON TO PRODUCE "CONCRETE ACTION IN 
SPEEDING UP THE DEVELOPMENT OF THE PETROLEUM 
INDUSTRY". NO PETROLEUM PRODUCTION STATISITICS WERE 
ANNOUNCED .( NCNA 1 1/27/76). 

COMMENT: NO FUTHER INFORMATION HAS BEEN RELEASED 
BY NCNA ON THE PETROLUEM CONFERENCE. PRESUMABLY THE 
CONFERENCE HAD SEVERAL PURPOSES: (A) TO REITERATE 
THE IMPORTANCE OF PETROLEUM TO CHINA'S ECONOMY AND BOOST 
THE WORKER'S MORALE. AND (B) TO ASCERTAIN PROBLEMS AND 
ACHIEVEMENTS OF THE INDUSTRY DURING 1976 AND ESTABLISH 
A PLAN OF ACTION FOR THE REMAINEDER OF THE YEAR AND 1977. 
UNCLASSIFIED 

6. KWANGTUNG COAL OUTPUT 

THE HK TA KUNG PAO (12/6/76) REPORTED THAT KWANGTUNG’S 
COAL PRODUCTION THIS YEAR FROM JAN-NOV. HAD INCREASED BY 
12.8 PERCENT OVER THE SAME PERIOD OF 1975, THE INCREASE 
BEING 910,00 MT. FROM THIS CLAIM, KWANGTUNG'S COAL 
OUTPUT FOR JAN-NOV. 1976 MAY BE PUT AT 8,019,000 MT. 

ASSUMING THAT DEC. WILL ACCOUNT FOR ROUGHLY 8-10 
PERCENT OF THE EEAR'S OUTPUT. 1976 PRODUCTION SHOULD BE APPROX- 
IMATELY 8.8. MMT, A FOURFOLD INCREASE FROM ESTIMATED 
1966 OUTPUT OF 2.2 MMT. KWANGTUNG'S SHARE OF NATIONAL 
OUTPUT IS NOW ROUGHLY 2 PERCENT AS COMPARED TO LESS THAN 
1 PERCENT 10 YEARS AGO. LIMITED OFFICIAL USE 

7. PRC INVISIBLE EARNING FROM HONG KONG REPORTED UP 

THE DEC. BULLETIN OF THE HONG KONG GENERAL CHAMBER 
OF COMMERCE ESTIMATED PRC INVISIBLE EARNINGS IN HONG 
KONG IN 1976 TO BE $700 MILLIOM. THIS INCLUDES 
REMITTANCES, INCOME FROM TOURISM. PROFIT FROM HER 
CONFIDENTIAL 
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INVESTMENTS AND INTREST EARNINGS OF THE BANK OF CHINA. 
COMMENT: AMONG THE PRIMARLY EXPATRIATE MEMBERSHIP 
OF THE HONG KONG GENERAL CHAMBER OF COMMERCE ARE THE MAJOR 
BRITISH AND FOREIGN BANKS AND FINACCIAL HOUSES IN HONG 
KONG. THE CHAMBER IS PROBABLY A RELIABLE AND 
AUTHORITATIVE SOURCE FOR THIS INFORMATION. THE INVISIBLE 
EARNINGS ESTIMATE OF $700 MILLION THIS YEAR IS MORE THAN 
DOUBLE THE FIGURE ESTIMATED BY CONGEN FOR 1970. COMBINED WITH 
ESTIMATED NET VICIBLE TRADE EARNING FOR 1976 OF $ 1 . 1 BILLION, 
TOTAL PRC EARNING FROM THE COLONY WOULD RISE TO SOME 
$1.8 BILLION THIS YEAR, NEARLY THREE TIMES THE 1970 
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FIGURE. IN ER 24 WE NOTED CHINA S GROWING SHARE OF THE 
HONG KONG MARKET; THE FIGURES PRESENTED HERE FUTHER 
INDICATE THE IMPORTANCE TO CHINA OF A HEALTHY HONG KONG 
ECONOMY. LIMITED OFFICIAL USE 

8. PRC AID PROJECTS IN ALBANIA COMPLETED 

THE PRC HAS RECENTLY COMPETED THREE AID PROJECTS 
FOR ALBANIA: THE VALIAS COAL DRESSING PLANT IN OPERATION 
SINCE OCTOBER 17. A MULTIPURPOSE ALBANIAN PRINTING HOUSE 
COMPLETED OCTOBER 20 AND THE STEEL WORKS OF THE ELBASAN 
COMBINE FINSIHED OCTOBER 24. 

COMMENT: DESPITE SIGNS OF STRAIN IN THE POLITICAL 
RELATION, SHOP (HK 13924) AND UNCONFIRMED REPORTS 
OF ALBANIAN DISSATISFACTION WITH THE LEVEL OF CHINESE 
AID. A NUMBER OF OTHER INDICATORS POINT TO NORMALCY, 

AT LEAST IN ECONOMIC RELATIONS: AGREEMENTS IN 1975 
ON A LONG-TERM INTREST FREE CHINESE LOAN AND A PROTOCOL 
ON PROVISION BY CHINA OF COMPLETE SETS OF EQUIPMENT WERE 
FOLLOWED THIS FEBRUARY BY THE SIGNING OF A PROTOCOL ON 
USE OF THE LOAN, ALL QUITE ROUTINE. ANOTHER AGREEMENT 
WAS REACHED IN 1975 ON THE GENERAL FRAMEWROK OF TRADE 
AND PAYMENT UNTIL 1980. CONFIDENTIAL 

9. RECENT REPORTS ON ECONOMIC TOPICS: 

HONG KONG 13784- ADDITIONAL PRC OFFSHORE OIL RIGS 
HONG KONG 14330- NEW PRAGMATIC EMPHASIS IN AGRICULTURAL 
POLICY 

HONG KONG 14280- ARGENTINE GRAIN TEAM REPORTED IN PEKING 
CONFIDENTIAL 
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HONG KONG A- 1 88- REVIEW OF CHINA S LOCOMOTIVE BUILDING 
INDUSTRY 

HONG KONG - 1 92- PRC RURAL INDUSTRIES DEVELOP RAPIDLY 
HONG KONG 13775- GENERAL ELECTRIC AND UNION CARBIDE 
REPS DISCUSS US/ROC ECONOMIC COUNCIL 
MEMBERSHIP WITH CHINESE IN CANTON. 

CROSS 
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